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In recent years, the incidence of financial restatements and financial reporting 
fraud has increased dramatically. The erosion in the quality of financial reporting as 
evidenced by the proliferation of financial restatements has caused concern among 
academics, practitioners and regulators. One of the particular concerns is the extent to 
which managers’ actions can be adequately monitored and whether the internal 
control mechanism of these companies can work effectively after restatements by 
changing top managers to reestablish reputation of the company, protect investors and 
improve effectiveness of corporate governance. To address this question，this paper 
investigate the reputational penalties to managers of firms announcing material 
financial restatements and factors impact management turnover in these companies.  
This paper is divided into five chapters. The first chapter includes a 
comprehensive explanation of the background, meaning and framework of study and 
an overview of the contents of the paper. The literature review of chapter 2 which is 
the theoretical basis of empirical research sorted out the existing study about financial 
restatements, management turnover and political connections. In the empirical chapter 
3 and chapter 4, after comprehensive analysis on annual financial reports of and 
sample selection, we get a sample of 147 firms that conducted material financial 
restatements during 2006-2009 and 147 control firms through Company’s Annual 
Report and the CSMAR Database. Based on theoretical analysis, the empirical 
analysis is expanded by constructing univariate statistic and Logit model. Finally, 
chapter 5 proposes policy recommendations and possible directions for further 
research based on a summary of key conclusions. 
This paper proves the prediction that material financial restatements increase the 
possibility of management turnover. The turnover rate of CEO or chairman of the 
board of restating firms is significantly higher than the corresponding rate of size- and 















years following the restatement as well as six months before and six months after 
restatement. The significant differences in turnover persist even after controlling for 
other factors associated with management turnover, such as performance, governance 
characteristics and personal characteristics. Further research shows that restating firms 
that conducted multiple restatements in 2006-2009 or involved in formal investigation 
of regulators are more likely to change CEO or chairman of the board after 
restatements. The probability of CEO (chairman of the board) turnover in the wake of 
a financial restatement is lower when the CEO (chairman of the board) is political 
connected. The overall findings suggest top managers face discipline from internal 
control mechanism after conducting material financial restatements, while the effect 
of a restatement on management turnover is significantly dampened when the CEO or 
chairman of the board is political connected. 
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表 1.1 2003-2010年发生年报重述的上市公司数量和比重 
年份 财务重述公司数量 上市公司数量 财务重述公司占上市公司比重 
2003 149 1287 11.58% 
2004 169 1377 12.27% 
2005 167 1381 12.09% 
2006 140 1434 9.76% 
2007 129 1550 8.32% 
2008 180 1625 11.08% 
2009 139 1718 8.09% 
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